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Honorable Members in Session: 

SUBJECT: NORTH NATOMAS FINANCING PLAN AND MELLO-ROOS COMMUNITY FACILITIES DISTRICT 

SUMMARY 

This report provides an update on the North Natomas Financing Plan and the Mello-Roos Community Facilities 

4111c

District which is an element of the Financing Plan. This item is informational and no action is required by City 
ouncil at this time. It is recommended that the Committee accept this report and the Phase I Study prepared 

by Raymond Vail & Associates. A copy of the Phase I Study was transmitted to Committee Members via 
separate cover and is on file at the City Clerk's Office. 

BACKGROUND 

On February 9, 1988, the Department of Public Works presented the Infrastructure Design Report for North 
Natomas. The report contained a summary of the completed engineering studies, cost estimates, and specific 
recommendations for developing the North Natomas Financing Plan. Based on the studies which had been 
completed to date, , thelreport identified1400 'million in infrastructure and public 'facilities costs for the North 
Natomas Community Plan Area. Of this amount, approximately $200 million was recommended for Mello Roos 
bond financing. The remaining $200 million was recommended to be financed by a combination of fee revenue, 
developer funding and special assessment districts. 

DISCUSSION  

Mello-Roos Community Facilities District.  A key recommendation of the 
form a Community Facilities District (CFD) pursuant to the Mello-Roos Act 
recommended to finance that portion of the public improvements which 
development of North Natomas and implementation of the Community Plan 

Infrastructure Design Report is to 
of 1982. Specifically, the CFD is 
are considered a priority for the 
. These improvements are: 

• 

Major Drainage Canals and Pump Stations 

Freeway Interchange Improvements 

200 Acre Regional Park (Land & Off-site Improvements) 

Fire, Police and Public Library Facilities 
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The Infrastructure Design Report estimated that a $200 million bond issue would be needed to fund these 
improvements through CFD financing. 

In May of 1988, the City retained the firm of Raymond Vail & Associates to serve as Engineer and Special Tax 
Consultant for the CFD. The firm of Haley, O'Brien, and O'Brien, Inc., was retained to provide real estate 
appraisal services. 

Due to the magnitude of infrastructure costs, it was necessary to undertake an initial study to test the viability 
of a $200 million CFD bond financing and to project the annual special tax that would be assigned to 
landowners and future residents. Our consultants have completed their research and analysis of the CFD and 
have prepared the enclosed Phase I Study Report. 

Report Highlights 

1. The Mello-Roos CFD is a viable option to finance $200 million in public improvements. 

2. Phasing of public improvements is necessary. A development and infrastructure Phasing Plan will be 
developed and adopted as part of the CFD. 

3. A 3:1 value to debt ratio must be maintained where the appraised property value including improvements 
must be at least three times the value of bonds issued on the property. In the initial years bonding capacity 
will be limited to the value of undeveloped land. As development proceeds, land values will increase and 
additional bonds can be sold. A priority list of public improvements will be agreed to by both the City and 
the property owners prior to the CFD formation. 

4. The proposed tax rate to support the CFD recommends limiting the maximum special tax on developed 
property at approximately 1% of assessed value (2% total including advalorem tax.) Based upon other 
Mello-Roos Districts formed throughout the state, this 1% limit has been accepted in the market place and 
does not appear to significantly affect marketability of developed property. 

5. The tax on undeveloped land must support the remaining debt service after developed property is taxed at 
a maximum of 1%. Therefore, the landowners/developers must agree to assume the risk for repayment 
of debt service (through an undeveloped land tax). The magnitude of the tax on undeveloped land will 
depend on the rate of development and absorption of developed property into the market place. 

A copy of the Phase I Report has been transmitted via separate cover. The report outlines how the CFD and 
Phasing Plan should be structured and provides specific recommendations to proceed with district formation. 

Raymond Vail & Associates will present their report to the Budget and Finance/Transportation and Community 
Development Committee on February 28, 1989, and will be available for questions at that time. 

Financing Plan  The North Natomas Financing Plan will provide an overview of the public improvements which 
have been identified in the Infrastructure Design Report, the cost of those improvements and recommended 
funding sources. It will also contain detailed information on the financing mechanisms that are unique to North 
Natomas including the Mello Roos CFD, Lighting and Landscaping District and special developer fees. Upon 
Council adoption of the Financing Plan, the fair share cost to the North Natomas Planning area will be 
established. The Plan-will allow each of the landowner/developer groups to participate equitably in the financing 
of public improvements as development proceeds. 
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The Financing Plan is currently being developed in conjunction with the Mello Roos CFD and CFD Phasing 
Plan. The project schedule indicates that our consultants can complete their work on the CFD in as early as 
six months. This schedule, however, is subject to landowner/developer concurrence on the special tax 
formulas, the Phasing Plan and improvements to be financed. At that time, formal Council action on the CFD 
and the special landowner election can proceed. District formation and authorization for the first sale of bonds 
would be expected to occur four months thereafter. We anticipate that the Financing Plan can be submitted 
concurrently with final Council action on the Mello Roos CFD. 

POLICY CONSIDERATIONS  

This is an informational item. There are no policy considerations at this time. 

MBE/WBE EFFORTS  

Not applicable 

RECOMMENDATION  

It is recommended that the Committee accept the enclosed Phase I Study Report as a progress update on the 
"Forth Natomas Financing Plan and the Mello-Roos CFD. 

Respectfully submitted, 

Contact Person: Gary Alm, Senior Engineer 
Department of Public Works 
(916) 449-8732 


